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JntnuiiictUm 

On  behalf  of  the  board,  management,  and  staff  of  the  Montana  State  Fund,  I  am  pleased  to 
submit  our  Strategic  Business  Plan  for  fiscal  year  1999.  This  document  defines  our  core 
strategies  and  our  strategic  goals  and  objectives  for  the  next  several  years. 

The  State  Fund  has  carried  out  an  annual  strategic  business  planning  process  since  1994. 
The  process  has  been  highly  useful  to  keep  us  focused  on  our  primary  purpose, 
responsibilities  and  goals.  Recently,  however,  we  realized  we  were  placing  more 
emphasis  on  business  operations  and  less  on  strategy.  Hence,  we  assembled  the  1999 
plan  with  the  objective  of  restoring  the  balance  between  the  two. 

The  approach  we  used  this  year  was  successful.  It  achieves  a  better  balance  between 
strategy  development  and  strategy  implementation.  We  expect  the  result  to  be  a  State 
Fund  that  continues  to  make  steady  progress  to  achieve  its  mission,  vision,  and  strategic 
goals. 

I  want  to  commend  our  senior  management  and  staff  for  contributing  the  extra  energy 
and  creativity  to  successfully  complete  this  process  on  a  very  ambitious  schedule,  it  is  this 
kind  of  dedication  that  enables  the  State  Fund  to  be  effective  serving  the  needs  of  our 
customers  and  stakeholders. 

— Carl  Swanson 

President  and  Chief  Executive  Officer 
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kaj  Concepts 

strategic  Planning.  A  systematic  process  through  which  an  organization  builds  consensus 
among  key  stal<eholclers  about  priorities  which  are  essential  to  its  mission  and  responsive  to 
the  operating  environment.  The  particular  use  for  strategic  planning  is  to  sharpen 
organizational  focus  so  that  all  organizational  resources  are  optimally  utilized  in  service  of  the 
organization's  mission. 

Strategic  planning  assumes  that  an  organization  must  be  responsive  to  an  environment  which 
is  dynamic  and  hard  to  predict.  It  stresses  the  importance  of  making  decisions  which  position 
an  organization  to  successfully  respond  to  changes  in  the  environment. 

The  focus  of  strategic  planning  is  on  strategic  management  --  the  application  of  strategic 
thinking  to  the  job  of  leading  an  organization  to  achieve  its  purpose. 

Mission  Statement.  Communicates  the  essence  of  an  organization  to  its  stakeholders  and  the 
public,  it  describes  why  we  exist  and  what  we  seek  to  accomplish. 

Vision  statement.  Presents  an  image  of  what  success  will  look  like  --  of  how  stakeholders, 
customers,  and  the  public  will  be  changed  as  a  result  of  the  organization's  successful 
operation. 

Strategy.  A  coordinated,  broad  approach  or  direction  adopted  by  an  organization  in  response 
to  the  environment  so  that  the  organization  can  achieve  its  purpose.  A  statement  of  the 
organization's  investment  priorities,  the  management  thrust,  and  the  ways  that  it  will  use  its 
strengths  and  correct  its  limitations  to  pursue  opportunities  and  avoid  threats. 

Goal.  Outcome  statement  that  guides  a  program  or  management  function.  Strategic  goals 
usually  apply  to  a  period  of  one  to  three  years. 

Objective    Precise,  measurable,  time-phased  result  that  supports  the  achievement  of  a  goal. 
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Mission  and  Vision  Statements 


Mission 

The  mission  of  the  State  Fund  is  to  be  Montana's  insurance  carrier  of  choice  and  industry  leader 
in  service. 


Vision 

The  vision  of  the  State  Fund  is  to  be  viewed  as  the  insurance  carrier  of  choice  in  Montana.  To 
achieve  this  vision,  the  State  Fund  will: 

Make  available  to  all  Montana  business  operations  a  stable  market  for  workers' 
compensation,  occupational  disease  coverage,  and  employers'  liability  coverage. 

Foster  and  support  a  competitive  insurance  market  in  Montana. 

Provide  superior  service  to  our  policyholders,  injured  workers,  and  insurance  producers. 

Deliver  high  quality  insurance  products  to  Montana  business  operations  at  the  lowest 
possible  cost  consistent  with  sound  insurance  standards. 

Maintain  financial  solvency. 

Enhance  and  maintain  a  partnership  with  stakeholders  in  the  true  spirit  of  cooperation. 

Routinely  explore  and  be  responsive  to  customer  needs. 

Foster  a  customer-focused,  team-oriented,  high  performance  culture  that  rewards, 
satisfies,  and  challenges  our  employees. 


1999  Strategic  Business  Plan 


Quidhig  Principles 

The  management  and  staff  of  the  State  Fund  adhere  to  the  following  principles  to 
carry  out  the  mission  and  vision  of  the  organization. 

Integrity,  Ethics  and  Professionalism.  Support  a  strong  character  of  integrity, 
ethical  conduct  and  consummate  professionalism. 

Customer  Focus.  Maintain  a  strong  customer  focus  that  is  responsive  to  customer 
needs  and  accessible  to  customers. 

Financial  Strength  and  Stability.  Employ  accepted  industry  standards  to  maintain 
a  strong  financial  position  to  ensure  long-term  stability  and  financial  solvency 
based  on  actuarially  sound  rates  and  reserves. 

High  Quality  Services  and  Products.  Develop  and  market  high  quality 
competitive  insurance  services  and  products  to  ensure  long-term  viability. 

Performance-Driven  Organizational  Culture  and  Teamwork.  Create  and 
support  a  performance-driven  organizational  culture  conducive  to  the 
development,  satisfaction,  and  growth  of  our  employees.  Continuously  improve 
work  environment  based  on  professionalism  and  teamwork. 

Effective  Communications.  Foster  an  environment  conducive  to  effective  and 
clear  communication  both  inside  and  outside  the  organization. 
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Organizational  Mistortj  and  Profile 

The  Montana  workers'  compensation  system  was  originally  established  in  1915.  The 
State  Fund  is  a  workers'  compensation  insurance  carrier  established  by  the  State  of 
Montana.  Since  1915,  the  State  Fund  has  assumed  several  different  forms.  Its  current 
structure  is  the  result  of  a  system  reorganization  in  1990  when  the  workers' 
compensation  regulatory  functions  were  established  in  the  Department  of  Labor  and 
Industry  and  a  separate  State  Fund  governed  by  a  Board  of  Directors  was  created. 
Additional  changes  were  legislated  in  1993,  resulting  in  the  current  State  Fund. 

Today,  the  State  Fund  is  a  self-supporting,  nonprofit,  workers'  compensation  insurance 
carrier.  Its  statutory  purpose  is  to  be  a  competitive  insurance  carrier  and  provide  an 
available  market  to  all  employers  for  workers'  compensation  insurance.  As  such,  the 
State  Fund  guarantees  the  availability  of  coverage  for  a  majority  of  the  employers  in  the 
State. 

The  organization  is  governed  by  a  seven-member  board  of  directors  appointed  by  the 
Governor,  and  a  chief  executive  officer  appointed  by  the  board.  The  State  Fund 
functions  very  much  like  a  private  insurance  carrier  in  a  competitive  marketplace. 

The  State  Fund  is  a  leading  force  in  the  Montana  workers'  compensation  insurance 
industry  and  strives  to  provide  the  best  value  and  service  to  Montana  employers  and 
their  employees.  The  State  Fund  is  an  active  partner  with  the  employers  it  insures  and 
the  injured  workers  it  serves  to  deliver  high  quality  workers'  compensation  products  and 
services.  It  strives  to  promote  competition,  lower  prices,  improve  services,  and  enhance 
value.  It  has  been  successful  in  reducing  premium  rates,  helping  achieve  safer  work 
places,  and  establishing  a  well-managed  insurance  organization. 
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Jiiiaiidal  Projections 

With  the  continued  strong  support  of  many  and  the  hard  work  of  our  employees,  the 
State  Fund  continues  to  see  improved  financial  strength.  As  of  June  30,  1997,  the  State 
Fund  surplus  was  $1 59  million,  after  paying  a  dividend  of  $1 02.3  million  to  the  Old  Fund 
to  retire  the  outstanding  Bond  Debt.  In  addition,  the  State  Fund,  as  a  result  of  legislation, 
will  transfer  an  additional  $63.8  million  of  New  Fund  surplus  to  help  eliminate  the  Old 
Fund  Liability  Tax  (OFLT)  charged  to  all  Montanans,  Internal  projections  reflect  the  Old 
Fund  will  be  fully  funded  no  later  than  June.  1999,  and  possibly  as  early  as  December, 
1998,  at  which  time,  the  Board  of  Directors  will  be  able  to  advise  the  OFLT  can  end. 
Finally,  the  State  Fund  will  transfer  $20  million  to  the  state's  General  Fund  to  repay  the 
$20  million  the  Legislature  transferred  to  the  State  Fund  in  the  1989  Legislative  Session. 
The  surplus  that  has  resulted  in  the  improved  operations  at  the  Montana  State  Fund  has 
remained  in  Montana  and,  as  identified  above,  has  been  put  to  work  for  Montana.  No 
other  insurance  organization  in  Montana  has  shown  this  type  of  financial  commitment  to 
employers  and  employees,  and  yet  we  project  to  start  the  fiscal  year  that  begins  July  1, 
1998,  with  surplus  greater  than  $100  million.  The  State  Fund's  financial  success  benefits 
all  Montanans.  Truly,  the  State  Fund  Board  of  Directors  has  supported  Montana 
businesses  and  employees 

Our  Strategic  Business  Plan  outlines  initiatives  aimed  at  improving  the  products,  price 
and  service  to  our  customers.  We  will  be  entering  the  new  fiscal  year  with  a  manual  rate 
and  underwriting  program  reductions  amounting  to  6.7%.  This  is  the  fourth  year  in  a  row 
the  State  Fund  has  provided  rate  reductions.  The  State  Fund  has  reduced  workers' 
compensation  rates  over  38.1  %  since  1 995,  saving  customers  over  $1 44  million. 

In  improving  the  financial  strength  of  the  State  Fund,  we  have  put  in  place  the 
opportunity  to  prevent  the  large  fluctuations  in  premiums  charged  to  customers.  The 
Board  of  Directors  has  also  approved  a  dividend  program  to  be  available  to  our 
customers  in  the  near  future.  As  you  review  the  projections  included  in  this  plan,  you  will 
notice  an  improving  surplus.  As  we  have  not  declared  dividends  to  our  customers  in  the 
past,  we  have  not  made  any  provision  for  dividends.  However,  we  anticipate  in  these 
projections  a  growing  surplus.  If  realized,  it  will  reflect  an  excess  surplus  position  and  the 
likelihood  of  dividends  being  available  to  deserving  policyholders  in  the  future.  A  strong, 
manageable  surplus  gives  the  State  Fund  the  ability  to  operate  with  financial  soundness 
and  to  provide  the  financial  incentives  our  customers  deserve. 
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Projected  Kesidts  of  Operations 
New  Fund 

Income  Statement 


Premium  Income 
Investment  &  Other  Income 
Claim  Expenses 

(including  reserve  adjustments) 
Loss  Adjustment  Expenses 

(including  reserve  adjustments) 
Operating  Expenses  (GAAP) 
Net  Income 

Surplus  at  June  30 

Premium  to  Surplus  Ratio  (  X  :  1  ) 

Loss  Reserve  to  Surplus  Ratio  (  X  :  1  ) 

Fiscal  year  Loss  Ratio 

Fiscal  Year  Loss  Adjustment 

Expense  Ratio 
Underwriting  Expense  Ratio 


Actual 


1996 


$114,459 
33,643 

(30,546) 


Actual 

1997 


$88,154 
32,508 

77,744 


Estimated 

1998 


$72,323 
33,375 

60,083 


1999 


$66,049 
30,986 

60,177 


7,086 

5,711 

8,088 

8,846 

9,741 

6,924 

6,564 

8,832 

$161,821 

$30,283 

$.30,963 

$19,166 

$231,433 

$159,426 

$108,240 

$127,406 

0.49 

0.55 

0.67 

0.52 

1.27 

1.98 

2.92 

2.48 

-26.69% 

88.19% 

83.08% 

91.11% 

6.19% 

6.48% 

11.18% 

13.39% 

8.51% 

7.85% 

9.08% 

13.37% 

Balance  Sheet 

Total  Assets 
Unpaid  Losses  and 

Loss  Adjustment  Expenses 
Other  Liabilities 
Total  Liabilities 


$686.613 


$294,478 
160,702 


$455,180 


$594.428 


$544.278 


$315,107 
119.895 


$316,143 
119,895 


$435,002 


$436,038 


$562.852 


$31 '^,376 
120.070 


$435,446 


Surpl 


us 


$231,433    $159,426    $108,240    $127,406 


Surplus  reductions  from  FY96  to  FY98  have  occurred  as  a  direct  result  of  surplus  disbursements  ($102  3  million  to  the  Old  Fund,  SBr)7-$6.).8 
million  to  satisfy  Old  Fund  liabilities  and  a  $20  million  transfer  to  the  General  Fund)  and  reserve  strengthening  adjustments. 
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Projected  Kesults  of  Operations 
New  Fund  continued 

Income  Statement  continued 


Premium  Income 
Investment  &  Other  Income 
Claim  Expenses 

(including  reserve  adjustments) 
Loss  Adjustment  Expenses 

(including  reserve  adjustments) 
Operating  Expenses  (GAAP) 
Net  Income 
Surplus  at  June  30 
Premium  to  Surplus  Ratio  (  X  :  1  ) 
Loss  Reserve  to  Surplus  Ratio  (  X  :  1  ) 
Fiscal  year  Loss  Ratio 
Fiscal  Year  Loss  Adjustment 

Expense  Ratio 
Underwriting  Expense  Ratio 


Estimated 

2000 


$67,080 
31,223 

62,393 


2001 


$69,112 

32,477 

65,279 


2002 


$71,207 
33,843 

68,283 


2003 


$73,365 
36,803 

71,410 


9,172 

9,676 

10,206 

10,764 

9.814 

10,188 

10,674 

11,280 

$16,924 

$16,446 

$15,887 

$16,714 

$144,330 

$160,776 

$176,664 

$193,-379 

0.46 

0.43 

0.40 

0.38 

2.21 

2.03 

1.89 

1.78 

93.01% 

94.45% 

95.89% 

97.33% 

13.67% 

14.00% 

14.33% 

14.67% 

14.63% 

14.74% 

14.99% 

15.38% 

Balance  Sheet  continued 

Total  Assets 
Unpaid  Losses  and 

Loss  Adjustment  Expenses 
Other  Liabilities 
Total  Liabilities 


$583.417 


$318,938 
120.149 


$439,087 


$606.620 


$631.028 


$325,614 
120.230 


$334,054 
120.310 


$445,844 


$454,364 


$657.614 


$343,839 
120,395 


$464,234 


Surpl 


us 


$144,3.30 


$160,776    $176,664    $193,379 


Note:  Projections  for  fiscal  year  2000  and  beyond  are  based  on  assumptions  by  management  on  loss  and  expense  trends. 
The  projections  fairly  represent  expected  results,  however,  actual  results  may  differ  from  the  projections  presented. 
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!  Summary  of  Assets,  Liabilities,  and  Surplus 


I  $193,379 


$464,234 


I  $144,330 

^^^^^S439.087 

I $583,417 


$657,614 


$631,028 


□  Surplus 
■  Liabilities 
H  Assets     1 


$0 


$594,428 

I $686,613 
$200,000       $400,000       $600,000       $800,000 


Revenues  and  Expenses 


$160,000 
$140,000 
$120,000 
$100,000 

$80,000 

$60,000 

$40,000 

$20,000    -j- 

$0 
($20,000)  ^ 
($40,000)?' 


.Total  Income 
.Total  Expenses 


I 


Note:  The  decrease  in  FY96  expenses  is  due  to  the  $101 .4  million  decrease  in  the 
estimated  ultimate  loss  costs.  Without  this  adjustment,  total  expenses  in  FY96  would  have 
been  approximately  $87.6  million. 
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Customer  Satisfaction 

1998  is  the  fourth  consecutive  year  the  State  Fund  has  conducted  a  Customer  Satisfaction  Survey. 
The  survey  was  mailed  in  April,  1998.  Of  the  3,215  surveys  mailed,  502  policyholders  responded; 
a  1 5.61  %  rate  of  return.  The  following  chart  shows  our  success  in  improving  customer  satisfaction. 


Policyholder  Satisfaction 


92.0%         96.0% 


FY94 


FY95 


FY96 


FY97 


FY98 


Policyholder  Satisfection 
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Critical  Strategic  J s sues 


The  State  Fund  expects  to  confront  the  following  critical  issues  over  the  next  several  years. 

•  Increased  competition  from  private  carriers  is  resulting  from  an  improved  competitive 
environment  A  critical  issue  for  the  State  Fund  is  how  to  retain  existing  business  and  recruit 
new  customers  to  maintain  a  balanced  book  of  business,  competitive  rates  and  financial 
stability.  The  existence  of  a  financially  viable  State  Fund  is  critical  to  a  healthy  and  competitive 
workers'  compensation  insurance  climate  in  Montana. 

•  Maintaining  a  strong  financial  position  is  a  key  strategic  issue.  Without  such  a  position,  the 
organization  will  be  at  a  competitive  disadvantage  that  could  result  in  reduced  product  and 
service  delivery  capabilities,  stressed  internal  resources,  and  reduced  capability  to  respond  to 
market  changes. 

•  Remaining  competitive  and  productive  by  being  able  to  rapidly  deploy  new  information 
technology  is  of  major  concern  to  the  State  Fund.   Private  sector  competitors  are  adopting  new 
technologies  that  can  result  in  a  significant  competitive  advantage.  To  maintain  its  viability  in 
the  marketplace,  the  State  Fund  must  catch  up  and  stay  current  with  competitors  in  the  use  of 
information  technology. 

•  As  the  State  Fund  continues  to  make  the  transition  from  a  traditional  government  agency  to  an 
insurance  business  environment,  it  is  critical  that  a  new  organizational  culture  be  nurtured  to 
enable  the  organization  to  compete  more  effectively  in  the  marketplace.  State  Fund 
management  recognizes  that  this  transition  must  continue  in  order  to  promote  a  dynamic 
business  organization. 

•  The  organization  needs  to  react  quickly  and  flexibly  to  demands  for  new  and  additional 
products  and  services  in  order  to  be  competitive.  Failure  to  respond  to  marketplace  demands 
can  jeopardize  the  State  Fund's  competitive  advantage. 

•  To  remain  competitive,  the  State  Fund  must  continue  its  efforts  to  improve  its  management 
capabilities,  practices,  communications  channels  and  methodologies.  To  be  competitive  and 
productive,  the  State  Fund  must  maintain  a  management  system  that  is  performance-based 
and  supported  by  effective  and  deliberate  communication  channels. 
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Core  Strategies 

7.  Continue  to  focus  on  providing  superior  customer  service. 

2.  Maintain  and  enhance  our  financial  strengtti. 

3.  Improve  our  competitive  capabilities  and  position. 

4.  Improve  our  internal  business  infrastructure. 

5.  Improve  our  management  capabilities. 

6.  Foster  a  positive  business  environment. 
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Cong-Zcrm  Qoals 

To  effectively  implement  these  core  strategies,  the  State  Fund  will  achieve  the  follov^ing  goals, 
listed  in  order  of  priority,  in  support  of  its  mission. 


Core  Strategy 


Qoals 


1 .   Superior  customer  service 

1 .1  Improve  customer  communications  and  service 
delivery  tools. 

1 .2  Make  the  State  Fund  an  easier  organization  with 
which  to  conduct  business. 

1.3  Strengthen  the  State  Fund's  internal  operating 
environment. 

2.   Financial  strength 

2.1 .  Maintain  industry  standards  and  financial  ratios. 

2.2.  Ensure  future  financial  viability  of  the  State  Fund. 

3.  Improve  competitive 
capabilities 

3.1  Ensure  success  of  insurance  agency  partnerships. 

3.2  Improve  the  rate  of  retention  of  the  current  book  of 
business. 

3.3  Increase  rate  of  acquisition  of  new  business. 

3.4  Develop  and  launch  a  new  product  line. 

3.5  Improve  loss  control  effectiveness. 

3.6  Improve  marketing  and  public  relations  capabilities. 

3.7  Implement  "fair  share  pricing." 

4.   Improve  internal  business 
infrastructure 

4.1    Complete  successful  implementation  of  and  maintain 
new  information  technology  systems. 

4.2  Develop  an  emergency  preparedness  and  recovery 
plan  to  ensure  business  continuity  in  the  event  of  a  natural 
or  man-made  disaster. 
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5.   Improve  management 
capabilities 

5.1  Improve  and  utilize  effective  planning,  monitoring, 
and  evaluation  processes. 

5.2  Develop,  implement,  and  regularly  update  a 
performance  management  system  that  incorporates 
benchmarking  and  standards  by  key  position  throughout 
the  organization. 

5.3  Develop  and  routinely  update  State  Fund-wide  and 
departmental  management  policies  and  procedures. 

6.   Foster  positive  business 
environment 

6.1  Develop  and  maintain  a  public  information  program 
to  keep  stakeholders,  government  officials,  and  legislators 
well-informed  of  State  Fund  and  its  operations. 

6.2  Regularly  assess  the  structure  and  status  of  the  State 
Fund  to  ensure  its  long-term  viability. 
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Strategic  Objectives 

The  State  Fund  will  focus  on  the  following  objectives  during  fiscal  year  1999  to  achieve  its  strategic 
goals.  These  objectives  are  listed  in  order  of  priority  and  are  ranked  by  importance  on  a  scale  of  1 
(highest  priority)  to  5  (lowest  priority). 

Core  Strategy  #1 .  Continue  to  focus  on  providing  superior  customer  service. 


Qoal 


Objective 


Kesponsibilitij Priority 


1.1  Improve 
customer 
communication 
and  service 
delivery  tools. 


1.1.1  Provide  agents  and  groups  with  on-  UWA'P' 
line  access  to  the  State  Fund  by  June  1 999  MISA^P 
to  enable  improved  monitoring  of  their  All  VPs 
book  of  business. 

1.1.2  Develop  a  communications  MISA'P 
infrastructure  design  to  enable  automatic  UW/VP 
electronic  communications  and  rapid  LegalA/P 
electronic  mail  updates  regarding  claims  All  VPs 
and  policy  events  and  reports  for  key 
policyholders  and  agents.  Implement  in  FY 

2000. 


1.1 .3   Improve  customer  service  call 
management  performance  by  June  2000  to 
deal  with  customer  calls  according  to  the 
following  standards: 

•  Incoming  calls  answered  in  less  than  20 
seconds  for  the  first  six  months  of  FY99 
and  in  less  than  1 5  seconds  the  last  six 
months  of  FY99. 

•  For  FY  1 999,  maintain  the  abandoned 
calls  rate  at  the  FY98  level. 

•  Customer  Service  Unit  improves 
response  rate  by  5%  in  FY99  over  FY98 
response  rate,  for  all  incoming 
inquiries. 


HRCA/P 


'  Key:  UW  =  Underwriting;  MIS  =  Management  Information  System.s:  AF  =  Administration  and  Finance:  HRC  : 
Human  Resources  and  Communications;  and  lA  =  Internal  Auditor 
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1.2  Make  the 
State  Fund  an 
easier 

organization  with 
which  to  conduct 
business. 


1 999  Strategic  Business  Plan 


1 .2.1  Offer  more  flexible  reporting  and  UWA'P 

billing  methods  and  options  to  AF/SrVP 

policyholders  by  June  1 999.  MIS/VP 

HRC/VP 


1.2.2  Develop,  implement,  and  support  the  AF/SrVP 
use  of  a  method  for  electronic  premium  UW/VP 
payment  and  withdrawal  capabilities  for  HRC/VP 
State  Fund  customers  by  June  1999.  LegalA/P 

1 .2.3  Develop  and  make  available  an  on-  HRCA'P 
line  library  of  State  Fund  forms  by  February  UWA/P 
1999.                                  .  Claim/VP 

MISA/P 


1.3  Strengthen 
the  State  Fund's 
internal  operating 
environment. 


1 .3.1    By  October  1 998,  benchmark  a  State      HRCA'P 
Fund  employee  opinion  rating  as  compared      All  VPs 
to  the  insurance  industry  norm.  Based  on 
this,  achieve  by  October  2000,  a  rating 
equal  to  or  above  the  norm,  or  a  10% 
improvement. 


1 999  Strategic  Business  Plan 


Core  Strategy  #2.  Maintain  and  enhance  our  financial  strength. 


Qoal 


2.1  Maintain 
industry 
standards  and 
financial  ratios. 


Objective 


Kespoimbilitij        Priority 


2.1 .1  Maintain  on  an  ongoing  basis,  risk-        AF/SrVP 
based  capital  (or,  total  adjusted  capital)  in 

excess  of  the  NAIC  recommended 
Company  Action  Level. 

2.1.2  Maintain  on  an  ongoing  basis  a  AF/SrVP 
premium  to  surplus  ratio  not  to  exceed  2- 

to-1. 


2.1.3  Maintain  on  an  ongoing  basis  a 
reserve-to-surplus  ratio  not  more  than 
3.5-to-1. 


AF/SrVP 


2.2   Ensure  future 
financial  viability 
of  the  State  Fund 


2.2.1    Reduce  average  lost  work  days  in 
FY1 999  by  3%  from  FY1 998. 


Claim/VP 


2.2.2  Achieve  a  cumulative  productivity 
ratio  of  1 .0  or  greater  for  FY  1 999,  factoring 
out  the  reduction  of  claims  reported  during 
FY  1999. 


ClaimA/P 


2.2.3  Develop,  implement,  and  support  ClaimA'P 

effective  cost-containment  strategies  by  Legal/VP 

June  1 999  in  key  areas  to  include:  AF/SrVP 

pharmacy,  chiropractic,  managed  care 
organizations  (MCO),  early  return  to  work 
(ERTW),  bill  audit,  hospital  length  of  stay 
audits,  physical  therapy,  rehabilitation,  co- 
payments,  and  nurse  case  management. 

2.2.4   Improve  and  maintain  an  effective  ClaimA'P 

fraud  prevention  and  detection  program  MIS/VP 

and  maximize  recoveries  from  fraud  by 

achieving  a  2.5-to-1  return  on  investment 

(ROD  including  fraud  and  Department  of 

Justice  budget  and  private  investigators' 

costs  incurred  by  fraud  unit. 
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2.2.5  Achieve  targeted  premium  revenue 
in  FY  1 999  of  $67.4  million  and  a  3% 
annual  growth  rate  in  written  premiums  by 
FY  2001 . 


AF/SrVP 

UW/VP 


2.2.6  Achieve  full  funding  of  the  Old  Fund 
in  accordance  with  SB67  by  December 
1 998,  and  no  later  than  June  1 999,  enabling 
the  State  Fund  to  recommend  early 
termination  of  the  OFLT. 


AF/SrVP 


2.2.7   Improve  premium  audit  penetration 
to  6,700  audits  annually. 


UWA/P 
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Core  Strategy  #3.  Improve  our  competitive  capabilities  and  position. 


Qoal 


Objective 


3.1    Ensure 
success  of 
insurance  agency 
partnerships. 


3.1.1  In  FY  1999  write  $3.0  million  in  new       UW/VP 
premium  ($2.1  million  earned)  through 

appointed  agencies. 

3.1.2  Ensure  effectiveness  of  agency  UWA/P 
program  by  maintaining  a  high  degree  of 
responsiveness  to  agency  needs. 


Kespoiisibilitij         Priority 


3.1.3  Achieve  by  June  1999  a  fiscal  year 
average  loss  ratio  for  insurance  agency 
partner  business  of  at  least  4%  lower  than 
the  overall  (direct  written)  State  Fund  book 
of  business. 


UWA^P 

AF/SrVP 


3.1 .4   Develop  a  conceptual  framework  and 
guidelines  for  insurance  agency 
underwriting  authority  by  March  1 999. 

3.2   Improve  the  3.2.1    For  FY  1 999  achieve  an  85% 

rate  of  retention  retention  rate  (premium  basis)  for  business 

of  the  current  with  an  EAP  greater  than  $1 0,000  and  for 

book  of  business.  FY  2000,  a  90%  retention  rate. 

3.2.2   By  June  1 999,  achieve  a  90% 
retention  rate  (premium  basis)  on  all 
agency-produced  and  brokered  business  of 
record  as  of  July  1998,  and  an  overall  State 
Fund  retention  rate  of  89%  for  FY  1 999  and 
92%  for  FY  2000. 


UW/VP 

MIS/VP 


UWA'P 

AF/SrVP 


UWA/P 


3.3   Increase  rate 
of  acquisition  of 
new  business. 


3.3.1  By  January  1999  develop  additional        UW/VP 
coverage  options  for  self-insureds,  groups,         Legal/VP 
and  larger  businesses  interested  in  a  risk- 
sharing  approach. 

3.3.2  Develop  an  updated,  comprehensive      UW/VP 
marketing  initiative  for  re-acquiring  lost  HRC/VP 
business  by  April  1 999. 
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3.4   Develop  and 
launch  new 
product  line. 


3.4.1 .  Develop  and  implement  other  states' 
coverage  by  November  1998. 


UWA'P 

AF/SrVP 

MIS/VP 

Legal/VP 


3.5   Improve  loss 

control 

effectiveness. 


3.5.1    By  June  1 999,  develop  loss  control 
programs  that  contribute  to  5% 
improvement  in  loss  experience  of  targeted 
account  segment  and  support  organizational 
goals  for  retention  and  new  business 
acquisition. 


UW/VP 


3.6  Improve 
marketing  and 
public  relations 
capabilities. 


3.6.1    Establish  by  March  1999  a  public 
relations  program  designed  to  generally 
inform  the  public  about  the  State  Fund  on  a 
regular  ongoing  basis,  enhance  its  overall 
image,  and  describe  the  benefits  of  doing 
business  with  the  State  Fund. 


HRCA'P 

UWA/P 


}i.7  Implement 
"fair  share 
pricing." 


3.7.1    Develop  pricing  programs  designed  UVVA'P 

to  reduce  excessive  subsidies  to  AF/SrVP 

unprofitable  segments  of  business  by  April  LegalA/P 

1 999  for  implementation  July  1 999.  MISA^P 
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Core  Strategy  #4.  Improve  our  internal  business  infrastructure. 


Qoal 


Objective 


Kesponsibilittj         Pnorilij 


4.1  Complete 

successful 

implementation 

of  and  maintain 

new  information 

technology 

systems. 


4.1.1    Successfully  implement  the 
AMPS/PAALS  program  by  October  1998. 


MISA/P 

UW/VP 
Claim/VP 
AF/SrVP 
HRC/VP 
All  VPs 


4.1 .2   Evaluate  and  adopt,  as  appropriate     AF/SrVP 
and  necessary,  MT  PRRIME  software  MIS/VP 

application  by  6/99  so  that  State  Fund  HRC/VP 

systems  are  integrated  with  the  new  state 
systems  to  meet  State  Fund  reporting 
needs. 


4.1 .3  Develop  a  strategy  by  November 
1998  for  implementation  of  an  Electronic 
Data  Interchange  (EDI)  program  for 
medical  and  pharmacy.  FHave  one 
program  implemented  during  FY1999 
and  planning  for  second  completed  by 
November  1999. 


Claim/VP 

MIS/VP 


4.2   Develop  an 
emergency 
preparedness  and 
recovery  plan  to 
ensure  business 
continuity  in  the 
event  of  a  natural 
or  man-made 
disaster. 


4.2.1    Develop  a  disaster  management 
structure  by  January  2000  containing 
disaster  response,  reporting,  and 
initiation  procedures. 


MIS/VP 

HRC/VP 

AF/SrVP 

lA 

All  VP's 
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Core  Strategy  #5.   Improve  our  management  capabilities. 


i^oal 


Objective 


Kesponsibilitij         Prioritij 


5.1    Improve  and 
utilize  effective 
planning, 
monitoring  and 
evaluation 
processes. 


5.1.1  By  November  1998  (and  each  AF/SrVP 
succeeding  year),  begin  a  strategic  and  Legal/VP 
operational  planning  process  designed 

to  ensure  adequate  resource  planning 
and  articulate  the  State  Fund's  vision, 
mission,  guiding  principles,  core 
strategies,  long-term  goals,  and  annual 
operating  objectives  and  action  steps. 

5.1.2  Establish  internal  evaluation  ClaimA'P 
capabilities  to  monitor  the  effectiveness  AF/SrVP 
of  the  managed  care  organizations  MISA^P 
(MCO's)  and  cost  containment 

programs  by  June  2000. 


5.2   Develop, 
implement  and 
regularly  update  a 
performance 
management 
system  that     . 
incorporates 
benchmarking  and 
standards  by  key 
position 
throughout  the 
organization. 


5.2.1    Design  and  develop  by  February 
2001 ,  and  implement  by  July  2001 ,  an 
expanded  data  warehouse  of  key 
performance  measures  and  other 
sources  including  individual,  unit, 
department  and  industry  performance. 


5.2.2      Develop  and  implement 
structured  training  programs  for  key 
positions  by  June  2000. 


MISA/P 

Claim/VP 
HRC/VP 
All  VPs 


HRCA'P 

ClaimA/P 
All  VPs 


5.3   Develop  and 
routinely  update 
State  Fund-wide 
and  departmental 
management 
policies  and 
procedures. 


5.3.1    Develop  and  implement  by  June  lA 

2001  procedures  manuals  for  all  key  HRC/VP 

functional  areas  designed  to  support  the  All  VPs 
delivery  of  consistent  customer  service. 
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Core  Strategy  #6.   Foster  a  positive  business  environment. 


(joal 


Objective 


KespoiisibUiUj 


Priority 
1 


6.1    Develop  and 
maintain  a  public 
information 
program  to  keep 
stakeholders, 
government 
officials,  and 
legislators  well- 
informed  of  State 
Fund  and  its 
operations. 


6.1.1    Develop  legislative  proposals  by  LegaWP 

October  1 998  to  address  State  Fund  AF/SrVP 

customer  and  insurance  business  needs. 


6.2    Regularly 
assess  the 
structure  and 
status  of  the  State 
Fund  to  ensure  its 
long-term 
viability. 


6.2.1  Develop  and  implement  a  plan  to  HRCA'P 
update  legislators  about  the  State  Fund  LegalA^P 
by  November  1 998.  AF/SrVP 
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